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CHAPTER 39*
LONG-TERM CARE INSURANCE

191—39.1(514G)Purpose. The purpose of this chapter is to implement lowa Code chapter 514G, to
promote the availability of long-term care insurance coverage, to protect applicants for long-term care
insurance, as defined, from unfair or deceptive sales or enrollment practices, to facilitate public under-
standing and comparison of long-term care insurance coverages, and to facilitate flexibility and in-
novation in the development of long-term care insurance.

191—39.2(514G) Authority. This chapter is issued pursuant to the authority vested in the commis-
sionerunder lowa Code section 514G.7 in accordance with the procedures set forth in lowa Code chap:
ter 17A.

191—39.3(514G) Applicability and scopeExcept as otherwise specifically provided, this chapter
applies taall long-term care insurance policies and long-term care coverage arrangements delivered ot
issued for delivery in this state on or after the effective date hereof, by insurers, fraternal benefit soci-
eties, nonprofit health, hospital and medical service corporations, prepaid health plans, health mainte
nance organizations and all similar organizations.

191—39.4(514G)Definitions. For the purpose of these rules, the teéiG®up long-termcare insur-
ance,” “Commissioner,” “Applicant,” “Policy,” “Preexisting condition” and “Certificate” shall
have the meanings set forth in lowa Code chapter 514G, “Long-Term Care Insurance Act.”

“Long-term care insurance’means an insurance policy, insurance contract, insurance certificate,
or rider, which is advertised, marketed, offered, or designed to provide coverage for not less than 1-
consecutive months for each covered person on an expense incurred, indemnity, prepaid, or other b
sis; for one or more necessary or medically necessary diagnostic, preventive, therapeutic, rehabilita
tive, maintenance, or personal care service provided in a setting other than an acute care unit of a hosg
tal. This definition also encompasses group and individual annuities and life insurance policies or
riders that provide directly for or supplement long-term g@arance as well as a policy or rider pro-
viding for payment of benefits based upon cognitive impairment or the loss of functional capacity.

Long-term care insurance may be issued by insurers, fraternal benefit societies, nonprofit health,
hospital, and medical service corporations, prepaid health plans, health maintenance organizations c
any similar organizations to the extent they are otherwise authorized to issue life or health insurance

Long-term care insurance shall not include any insurance policy which is offered primarily to pro-
vide basic Medicare Supplement coverage, basic hospital expense coverage, basic medical-surgic
expense coverage, disability income or accident-only coverage, specific disease or specified accider
coverage, or limited benefit health coverage. The definition does not include life insurance policies
which accelerate the death benefit specifically for one or more of the qualifying events of terminal ill-
ness, medical conditions requiring extraordinary medical intervention, or permanent institutional con-
finement, and which provide the option of a lump-sum payment for those benefits and in which neither
the benefits nor eligibility for those benefits is conditional upon the receipt of long-term care. Notwith-
standing any other provision contained herein, any product advertised, marketed, or offered as long
term care insurance shall be subject to the provisions of 191—Chapter 39.

“Long-term care coverage arrangement a promise that long-term care will be delivered to a
person upon need and the meeting of certain contractual requirements. The arrangement is offered |
the general public or a sector of the general public at a cost determined by the use of sound actuariz
principles based upon the probability of use. This definition does not include self-insurance.

*Brackets within the chapter supplied by the Insurance Division
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191—39.5(514G)Policy definitions. No long-term care insurance policy delivered or issued for de-
livery in this state shall use the terms set forth below, unless the terms are defined in the policy and the
definitions satisfy the following requirements:

39.5(1) “Medicare” shall be defined as “The Health Insurance for the Aged Act, Title XVIII of the
Social Security Amendments of 1965 as Then Constituted or Later Amended,” or “Title I, Part | of
PublicLaw 89-97, as Enacted by the Eighty-ninth Congress of the United States of America and popu-
larly known as the Health Insurance for the Aged Act, as then constituted and any later amendments or
substitutes thereof,” or words of similar import.

39.5(2) “Mental or nervous disater” shall not be defined to include more than neurosis, psycho-
neurosis, psychopathy, psychosis, or mental or emotional disease or disorder.

39.5(3) Nursing care.

a. “Skilled nursing care”shall not be defined more restrictively than one or more professional
servicesperformed for the benefit of the insured on a daily basis, by or under the supervision of a regis-
tered nurse, prescribed by a physician, appropriate and consistent with the diagnosis and conditions
requiring care.

b. “Intermediate nursing care$hall not be defined more restrictively than care which meets all
of the above when professional nursing services are delivered on a regular basis but less often than
daily.

c. “Custodial nursing care”shall not be defined more restrictively than that level of care re-
quired to assist an individual in activities of daily living when, due to age complicated by sickness or
injury, such care is required. This level of care can be performed by persons without professional skills
or training.

39.5(4) “Nursing facility” shall be defined in relation to its status, facilities, and available ser-
vices.

a. A definition of such home or facility shall not be more restrictive than one requiring that it:

(1) Be operated pursuant to law; be appropriately licensed or certified;

(2) Be primarily engaged in providing, in addition to room and board accommodations, skilled or
intermediate nursing care under the supervision of a duly licensed physician;

(3) Provide nursing service by or under the supervision of a registered nurse (R.N.); and

(4) Maintain a daily medical record of each patient.

b. The definition of such home or facility may provide that the term shall not include:

(1) Any home, facility or part thereof used primarily for rest;

(2) A home or facility for the aged or for the care of drug addicts or alcoholics; or

(3) A home or facility primarily used for the care and treatment of mental diseases, or disorders, or
custodial or educational care.

39.5(5) “Acute condition”means that the individual is medically unstable. Such an individual re-
quiresfrequent monitoring by medical professionals, such as physicians and registered nurses, in order
to maintain the individual's health status.

39.5(6) “Home health care servicestheans medical and nonmedical services, providiéiddis-
abled or infirm persons in their residences. Such services may include homemaker services, assistance
with activities of daily living and respite care services.

191—39.6(514G) Policy practices and provisions.

39.6(1) Renewability.The termsguaranteed renewable&nd“noncancelable”shall not be used
in any individual long-term care insurance policy without further explanatory language in accordance
with the disclosure requirements of this chapter. No such policy issued to an individual shall contain
renewal provisions other than “guaranteed renewable” or “noncancelable.”

a. The ternfguaranteed renewableimay be used only when the insured has the right to continue
the long-term care insurance in force by the timely payment of premiums and when the insurer has no
unilateralright to make any change in any provision of the policy or rider while the insurance is in force
and cannot decline to renew. Rates may be revised by the insurer on a class basis.
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b. The term‘noncancelable”may be used only when the insured has the right to continue the
long-term care insurance in force by the timely payment of premiums during which period the insurer
has no right to unilaterally make any change in any provision of the insurance or in the premium rate.

c. Notwithstanding the provisions in 191—subrule 36.5(4), long-term care insurance policies
may contain a return of premium or cash value benefit so long as:

(1) The return of premium or cash value benefit is not reduced by an amount greater than the ag:
gregate of any claims paid under the policy; and

(2) The insurer demonstrates in its filings that the reserve basis for the policies is adequate.

Any advertisement or sales presentation of a long-term care insurance policy with a return of pre-
mium or cash value benefit provision shall include a side-by-side comparison of premiums for the
same policy with and without the return of premium or cash value benefit provision.

39.6(2) Limitationsand exclusionsNo policy may be delivered or issued for delivery in this state
as long-term care insurance if such policy limits or excludes coverage by type of iliness, treatment,
medical condition or accident, except as follows:

a. Preexisting conditions or disease;

b. Mental or nervous disorders; however, this shall not permit exclusion or limitation of benefits
on the basis of Alzheimer’s disease or similar forms of irreversible dementia, nor limit coverage for
Alzheimer’s disease to the skilled or intermediate level of care;

c. Alcoholism and drug addiction;

d. lliness, treatment or medical condition arising out of:

(1) War or act of war (whether declared or undeclared);

(2) Participation in a felony, riot or insurrection;

(3) Service in the armed forces or units auxiliary thereto;

(4) Attempted suicide (sane or insane), or intentional self-inflicted injury;

(5) Payment of benefits for services provided outside the United States.

Treatment provided in a government facility (unless otherwise required by law), services for
WhICh benefits are available under Medicare or other governmental program (except Medicaid), any
state or federal workers’ compensation, employer’s liability or occupational diseasedaynootor
vehicle no-fault law, services provided by a member of the covered person’s immediate family and
services for which no charge is normally made in the absence of insurance.

39.6(3) Extension obenefits. Termination of long-term care insurance shall be without prejudice
to any benefits payable for institutionalization if such institutionalization began while the long-term
care insurance was in force and continues without interruption after termination. Such extension of
benefits beyond the period the long-term care insurance was in force may be limited to the duration of
the benefit period, if any, or to payment of the maximum benefits and may be subject to any policy
waiting period, and all other applicable provisions of the policy.

39.6(4) Continuation or conversion.

a. Group long-term care insurance issued in this state on or after January 1, 1992, shall provide
covered individuals with a basis for continuation or conversion of coverage.

b. For the purposes of this ruli basis for continuation of coveragefieans a policy provision
which maintains coverage under the existing group policy when such coverage would otherwise termi-
nate and which is subject only to the continued timely paymeareafium when due. Group policies
which restrict provision of benefits and services to, or contain incentives to use, certain providers or
facilities may provide continuation benefits which are substantially equivalent to the benefits of the
existing group policy. The commissioner shall make a determination as to the substantial equivalency
of benefits, and in doing so, shall take into consideration the differences between managed care an
nonmanagedare plans including, but not limited to, provider system arrangements, service availabil-
ity, benefit levels and administrative complexity.

c. Forthe purposes of this rul@, basis for conversion of coveragefieans a policy provision
that anindividual whose coverage under the group policy would otherwise terminate or has been termi-
nated for any reason, including discontinuance of the group policy in its entirety or with respect to an
insured class, and who has been continuously insured under the group policy (and any group policy
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which it replaced), for at least six months immediately prior to termination, shall be entitled to the is-
suance of a converted policy by the insurer under whose group policy the individual is covered, with-
out evidence of insurability.

d. For the purposes of this rufepnverted policy”means an individual policy of long-term care
insuranceproviding benefits identical to or benefits determined by the commissioner to be substantial-
ly equivalent to or in excess of those provided under the group policy from which conversion is made.
Where the group policy from which conversion is made restricts provision of benefits and services to,
or contains incentives to use, certain providers or facilities, the commissioner, in making a determina-
tion as to the substantial equivalency of benefits, shall take into consideration the differences between
managecaare and nonmanaged care plans including, but not limited to, provider system arrangements,
service availability, benefit levels and administrative complexity.

e. Written application for the converted policy shall be made and the first premium due, if any,
shall be paid as directed by the insurer not later than 31 days after termination of coverage under the
group policy. The converted policy shall be issued effective on the day following the termination of
coverage under the group policy, and shall be renewable annually.

f.  Unlessthe group policy from which conversion is made replaced previous group coverage, the
premium for the converted policy shall be calculated on the basis of the insured’s age at inception of
coverage under the group policy from which conversion is made. \Wgegeoup policy from which
conversion is made replaced previous group coverage, the premium for the converted policy shall be
calculated on the basis of the insured’s age at inception of coverage under the group policy replaced.

g. Continuation of coverage or issuance of a converted policy shall be mandatory, except where:

(1) Termination ofyroup coverage resulted from an individual’s failure to make any required pay-
ment of premium or contribution when due; or

(2) The terminating coverage is replaced not later than 31 days after termination, by group cover-
age, effective on the day following termination of coverage, that provides benefits identical to or bene-
fits determined by the commissioner to be substantially equivalent to or in excess of those provided by
the terminating coverage, and for which the premium is calculated in a manner consistent with the re-
quirements of paragrapf’ of this subrule.

h. Notwithstanding any other provision of this rule, a converted policy issued to an individual
who at the time of conversion is covered by another long-term care insurance policy which provides
benefits on the basis of incurred expenses, may contain a provision which results in a reduction of
benefits payable if the benefits provided under the additional coverage, together with the full benefits
provided by the converted policy, would result in payment of more than 100 percent of incurred ex-
penses.Such provision shall only be included in the converted policy if the converted policy also pro-
vides for a premium decrease or refund which reflects the reduction in benefits payable.

i.  The converted policy may provide that the benefits payable under the converted policy, togeth-
er with the benefits payable under the group policy from which conversion is made, shall not exceed
those that would have been payable had the individual’s coverage under the group policy remained in
force and effect.

j- Notwithstanding any other provision of this rule, any insured individual whose eligibility for
long-term care coverage is based upon the individual’s relationship to another person shall be entitled
to continuation of coverage under the group policy upon termination of the qualifying relationship by
death or dissolution of marriage.

k. For the purpose of this rule: “Mlanaged-Care Plan”is a health care or assisted living ar-
rangement designed to coordinate patient care or control costs through utilization review, case man-
agement or use of specific provider networks.

39.6(5) Discontinuanceand eplacementlf a group long-term care policy is replaced by another
group long-term care policy issued to the same policyholder, the succeeding insurer shall offer cover-
age to all persons covered under the previous group policy on its date of termination. Coverage pro-
vided or offered to individuals by the insurer and premiums charged to persons under the new group
policy:
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a. Shallnot result in any exclusion for preexisting conditions that would have been covered under
the group policy being replaced; and

b. Shallnot vary or otherwise depend on the individual’s health or disability status, claim experi-
ence, or use of long-term care services.

39.6(6) Premiums.The premiums charged to an insured for long-term care insurance shall not in-
crease due to either:

a. The increasing age of the insured at ages beyond 65; or

b. The duration the insured has been covered under the policy.

191—39.7(514G) Required disclosure provisions.

39.7(1) Renewability.Individual long-term care insurance policies shall contain a renewability
provision. Such provision shall be appropriately captioned, shall apptre finst page of the policy,
and shall clearly state the duration of the term of coverage for which the policy is issued and for which it
may be renewed. This provision shall not apply to policies which do not contain a renewability provi-
sion, and under which the right to nonrenew is reserved solely to the policyholder.

39.7(2) Ridersand endorsement&xcept for riders or endorsements by which the insufectef
ates a request made in writing by the insured or exercises a specifically reserved right under an individ
ual long-term care insurance policy, no riders or endorsements may be added to an individual long-
term care insurance policy after date of issue or at reinstatement or renewal which reduce or eliminat
benefits or coverage in the policy. After the date of policy issue, any rider or endorsement which in-
creases benefits or coverage with a concomitant increase in premium during the policy term must be
agreed to in writing signed by the insured, except if the increased benefits or coverage is required by
law. Where a separate additional premium is charged for benefits provided in connection with riders or
endorsements, such premium charge shall be set forth in the policy, rider or endorsement.

39.7(3) Payment obenefits.A long-term care insurance policy which provides for the payment of
benefits based on standards described as “usual and customary,” “reasonable and customary” or wort
of similar import shall include a definition of such terms and an explanation of such terms in its accom-
panying outline of coverage.

39.7(4) Limitations. If a long-term care insurance policy or certificate contains any limitations
with respect to preexisting conditions, such limitation shall appear as a separate paragraph of the polic
or certificate and shall be labeled as “Preexisting Condition Limitations.”

39.7(5) Disclosure of tax consequencadith regard to life insurance policies which provide an
accelerated benefit for long-term care, a disclosure statement is required at the time of application fo
the policy or rider and at the time the accelerated benefit payment request is submitted that receipt o
these accelerated benefits may be taxable, and that assistance should be sought from a personal
advisor. The disclosure statement shall be prominently displayed on the first page of the policy or rider
and any other related documents.

191—39.8(514G) Prohibition against postclaims underwriting.

39.8(1) All applications for long-term care insurance policies or certificates except those which
are guaranteed issue shall contain clear and unambiguous questions designed to ascertain the hez
condition of the applicant.

39.8(2) If an application for long-term care insurance contains a question which asks whether the
applicanthas had medication prescribed by a physician, it must also ask the applicant to list the medica-
tion that has been prescribed.

If the medications listed in such application were known by the insurer, or should have been known
at the time of application, to be directly related to a medical condition for which coverage would other-
wise be denied, then the policy or certificate shall not be rescinded for that condition.

39.8(3) Except for policies or certificates which are guaranteed issue:

a. The following language shall be set out conspicuously and in close conjunction with the appli-
cant’s signature block on an application for a long-term care insurance policy or certificate:

Caution: Ifyour answers on this application are incorrect or untrue, [company] has the right to deny
benefits or rescind your policy.
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b. The following language, or language substantially similar to the following, shall be set out
conspicuously on the lorgrm care insurance policy or certificate at the time of delivery:

Caution: The issuance of this long-term care insurance [policy] [certificd@$ésl upon your re-
sponses to the questions on your application. A copy of your [application] [enrollment form] [is en-
closed][was retained by you when you applied]. If your answers are incorrect or untrue, the company
has the right to deny benefits or rescind your policy. The best time to clear up any questions is now,
before aclaim arises! If, for any reason, any of your answers are incorrect, contact the company at this
address: [insert address]

39.8(4) A copy of the completed application or enrollment form (whichever is applicable) shall be
delivered to the insured no later than at the time of delivery of the policy or certificate.

39.8(5) Every insurer or other entity selling or issuing long-term care insurance benefits shall
maintain a record of all policy or certificate rescissions, both state and countrywide, except those
which the insured voluntarily effectuated and shall annually furnish this information to the insurance
commissioner in the format prescribed by the National Association of Insurance Commissioners.

191—39.9(514D,514G) Minimum standards for home health care benefits in long-term céme
surance policies.

39.9(1) A long-term care insurance policy or certificate may not, if it provides benefits for home
health care services, limit or exclude benefits:

a. By requiring that the insured/claimant would need skilled care in a nursing facility if home
health care services were not provided;

b. By requiring that the insured/claimant first or simultaneously receive nursing or therapeutic
services in a home or community setting before home health care services are covered;

c. By limiting eligible services to services provided by registered nurses or licensed practical
nurses;

d. By requiring that a nurse or therapist provide services covered by the policy that can be pro-
vided by shome health aide, or other licensed or certified home care worker acting within the scope of
the provider’s licensure or certification.

e. By requiring that the insured/claimant have an acute condition before home health care ser-
vices are covered;

f. By limiting benefits to services provided by Medicare-certified agencies or providers.

39.9(2) Home health care coverage may be applied to the nonhome health care benefits provided
in the policy or certificate when determining maximum coverage under the terms of the policy or cer-
tificate.

This rule is intended to implement lowa Code section 514D.9 and chapter 514G.

191—39.10(514D,514G) Requirement to offer inflation protection.

39.10(1) Noinsurer may &r a long-term care insurance policy unless the insurer also offers to the
policyholder, in addition to any other inflation protection offers, the option to purchase a policy that
providesfor benefit levels to increase with benefit maximums or reasonable durations which are mean-
ingful to account for reasonably anticipated increases in the costs of long-term care services covered by
the policy. Insurers must offer to each policyholder, at the time of purchase, the option to purchase a
policy with an inflation protection feature no less favorable than one of the following:

a. Increasedenefit levels annually in a manner so that the increases are compounded annually at
a rate not less than 5 percent;

b. Guarantees the insured individual the right to periodically increase benefit levels without pro-
viding evidence of insurability or health status so long as the option for the previous period has not been
declined. The amount of the additional benefit shall be no less than feeetitebetween the existing
policy benefit and that benefit compounded annually at a rate of at least 5 percent for the period begin-
ning with the purchase of the existing benefit and extending until the year in which the offer is made; or

c. Covers aspecified percentage of actual or reasonable charges and does not include a maximum
specified indemnity amount or limit.
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39.10(2) Where the policy is issued to a group, the required offer in subrule 39.10(1) shall be made
to the group policyholder; except, if the policy is issued to a group defined in lowa Code section
514G.4(5)d,” other than to a continuing care retirement community, the offering shall be made to
each proposed certificate holder.

39.10(3) The offer in subrule 39.10(1) shall not be required of life insurance policies or riders con-
taining accelerated long-term care benefits.

39.10(4) Insurers shall include the following information in or with the outline of coverage:

a. A graphic comparison of the benefit levels of a policy that increases benefits over the policy
period with a policy that does not increase benefits. The graphic comparison shall show benefit levels
over at least a 20-year period.

b. Any expected premium increases or additional premiums to pay for automatic or optional
benefitincreases. If premium increases or additional premiums will be based on the attained age of the
applicant at the time of the increase, the insurer shall also disclose the magnitude of the potential pre
miums the applicant would need to pay at ages 75 and 85 for benefit increases.

An insurer may use a reasonable hypothetical, or a graphic demonstration, for the purposes of thi
disclosure.

This rule is intended to implement lowa Code section 514D.9 and chapter 514G.

191—39.11(514D,514G) Requirements for application forms and replacement coverage.

39.11(1) Application forms shall include the following questions designed to elicit information
whether, as of the date of the application, the applicant has another long-term care insurance policy ¢
certificate in force or whether a long-term care policy or certificate is intended to replace any other
accident and sickness or long-term care policy or certificate presently in force. A supplementary ap-
plication orother form to be signed by the applicant and agent, except where the coverage is sold with-
out an agent, containing such questions may be used. With regard to a replacement policy issued to
group defined by lowa Code section 514G.2{3) the following questions may be modified only to
the extent necessary to elicit information about health or long-term care insurance policies other thar
the group policy being replaced; provided, however, that the certificate holder has been notified of the
replacement.

a. Do you have another long-term care insurance policy or certificate in force (including health
care service contract, health maintenance organization contract)?

b. Did you have another long-term care insurance policy or certificate in force during the last 12
months?

(1) If so, with which company?

(2) If that policy lapsed, when did it lapse?

c. Areyou covered by Medicaid?

d. Do you intend to replace any of your medical or health insurance coverage with this policy
[certificate]?

39.11(2) Agents shall list any other health insurance policies they have sold to the applicant.

a. List policies sold which are still in force.

b. List policies sold in the past five years which are no longer in force.

39.11(3) Solicitations other than direct response. Upon determining that a sale will involve re-
placement, an insurer, other than an insurer using direct response solicitation methods, or its agen
shall furnish the applicant, prior to issuance or delivery of the individual long-term care insurance
policy, a notice regarding replacement of accident and sickness or long-term care coverage. One cof.
of such notice shall be retained by the applicant and an additional copy signed by the applicant shall b
retained by the insurer. The required notice shall be provided in the following manner:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF INDIVIDUAL ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE
[Insurance company’s name and address]
SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE

According to [your application] [information you have furnished], you intend to lapse or otherwise

terminate existing accident and sickness or long-term care insurance and replace it with an individua
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long-term care insurance policy to be issued by [company name]. Your new policy provides ten days
within which you may decide, without cost, whether you desire to keep the policy. For your own infor-
mation and protection, you should be aware of and seriously consider certain factors which may affect
the insurance protection available to you under the new policy.

You should review this new coverage carefully, comparing it with all accident and sickness or long-
term care insurance coverage you now have, and terminate your present policy only if, after due con-
sideration, you find that purchase of this long-term care coverage is a wise decision.

STATEMENT TO APPLICANT BY AGENT
[BROKER OR OTHER REPRESENTATIVE]:
(Use additional sheets, as necessary.)

| have reviewed your current medical or health insurance coverage. | believe the replacement of
insurancenvolved in this transaction materially improves your position. My conclusion has taken into
account the following considerations, which | call to your attention.

1. Health conditions which you may presently have (preexisting conditions) may not be immedi-
ately or fully covered under the new policyhis could result in denial or delay in payment of benefits
under the new policy, whereas a similar claim might have been payable under your present policy.

2. State law provides that your replacement policy or certificate may not contain new preexisting
conditions or probationary periods. The insurer will waive any time periods applicable to preexisting
conditions or probationary periods in the new policy (or coverage) for similar benefits to the extent
such time was spent (depleted) under the original policy.

3. If you are replacing existing long-term care insurance coverage, you may wish to secure the
advice of your present insurer or its agent regarding the proposed replacement of your present policy.
This isnot only your right, but it is also in your best interest to make sure you understand all the relevant
factors involved in replacing your present coverage.

4. If, after due consideration, you still wish to terminate your present policy and replace it with
new coverage, be certain to truthfully and completely answer all questions on the application concern-
ing your medical health history. Failure to include all material medical information on an application
may provide a basis for the company to deny any future claims and to refund your premium as though
your policy had never been in force. After the application has been completed and before you sign it,
reread it carefully to be certain that all information has been properly recorded.

(Signature of Agent, Broker or Other Representative)
[Typed Name and Address of Agent or Broker]
The above “Notice to Applicant” was delivered to me on:

(Date)

(Applicant’s Signature)

39.11(4) Direct response solicitations. Insurers using direct response solicitation methods shall
deliver a notice regarding replacement of accident and sickness or long-term care coverage to the ap-
plicant upon issuance of the policy. The required notice shall be provided in the following manner:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE
[Insurance company’s name and address]
SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE

According to [your application] [information you have furnished], you intend to lapse or otherwise
terminate existing accident and sickness or long-term care insurance and replace it with the long-term
care insurance policy delivered herewith issued by [company name]. Your new policy provides 30
days within which you may decide, without cost, whether you desire to keep the poligpur own
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information and protection, you should be aware of and seriously consider certain factors which may
affect the insurance protection available to you under the new policy.

You should review this new coverage carefully, comparing it with all accident and sickness or long-
term care insurance coverage you now have, and terminate your present policy only if, after due con
sideration, you find that purchase of this long-term care coverage is a wise decision.

1. Health conditions which you may presently have (preexisting conditions) may not be immedi-
ately or fully covered under the new policyhis could result in denial or delay in payment of benefits
under the new policy, whereas a similar claim might have been payable under your present policy.

2. State law provides that your replacement policy or certificate may not contain new preexisting
conditions or probationary periods. Your insurer will waive any time periods applicable to preexisting
conditions or probationary periods in the new policy (or coverage) for similar benefits to the extent
such time was spent (depleted) under the original policy.

3. Ifyou are replacing existing long-term care insurance coverage, you may wish to secure the
advice of your present insurer or its agent regarding the proposed replacement of your present policy
This isnot only your right, but it is also in your best interest to make sure you understand all the relevant
factors involved in replacing your present coverage.

4. [To be included only if the application is attached to the policy.] If, after due consideration, you
still wish to terminate your present policy and replace it with new coverage, read the copy of the ap-
plication attached to your new policy and be sure that all questions are answered fully and correctly.
Omissions omisstatements in the application could cause an otherwise valid claim to be denied. Care-
fully check the application and write to [company name and address] within 30 days if any information
is not correct and complete, or if any past medical history has been left out of the application.

(Company Name)

39.11(5) Where replacement is intended, the replacing insurer shall notify, in writing, the existing
insurer ofthe proposed replacement. The existing policy shall be identified by the insurer, name of the
insured and policy number or address including zip c&leh notice shall be made within five work-
ing days from the date the application is received by the insurer or the date the policy is issued, which:
ever is sooner.

This rule is intended to implement lowa Code section 514D.9 and chapter 514G.

191—39.12(514G) Reserve standards.

39.12(1) When long-term care benefits are provided through the acceleration of benefits under
group or individual life policies or riders to such policies, policy reserves for such benefits shall be
determined in accordance with lowa Code section 508:36(8)). Claim reserves must also be es-
tablished when such policy or rider is in claim status.

Reserves for policies and riders subject to this subrule should be based on the multiple decremer
model utilizing all relevant decrements except for voluntary termination rates. Single decrement
approximations are acceptable if the calculation produces essentially similar reserves, if the reserve i
clearly more conservative, or if the reserve is immaterial. The calculations may take into account the
reduction in life insurance benefits due to the payment of long-term care benefits. However, in no
event shall the reserves for the long-term care benefit and the life insurance benefit be less than th
reserves for the life insurance benefit assuming no long-term care benefit.

In the development and calculation of reserves for policies and riders subject to the subrule, due
regard shall be given to the applicable policy provisions, marketing methods, administrative proce-
dures and all other considerations which have an impact on projected claim costs, including, but no
limited to, the following:

a. Definition of insured events;

b. Covered long-term care facilities;

c. Existence of home convalescence care coverage;

d. Definition of facilities;

e. Existence or absence of barriers to eligibility;

f.  Premium waiver provision;
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Renewability;
Ability to raise premiums;
Marketing method;
Underwriting procedures;
Claims adjustment procedures;
Waiting period;
Maximum benefit;
Availability of eligible facilities;
Margins in claim costs;
Optional nature of benefit;
Delay in eligibility for benefit;
Inflation protection provisions; and
Guaranteed insurability option.
Any applicable valuation morbidity table shall be certified as appropriate as a statutory valuation
table by a member of the American Academy of Actuaries.
39.12(2) When long-term care benefits are provided other than as in subrule 39.12(1), reserves
shall bedetermined in accordance with sound actuarial standards, applied consistently and accepted by
the commissioner of insurance.

WS oTOoOS3ITRTTOQ

191—39.13(514D) Loss ratioBenefits under individual long-term care insurance policies shall be
deemed reasonable in relation to premiums provided the expected loss ratio is at least 60 percent, cal-
culated in a manner which provides for adequate reserving of the long-term care insurance risk. In
evaluating the expected loss ratio, due consideration shall be given to all relevant factors, including:
1. Statistical credibility of incurred claims experience and earned premiums.
2. The period for which rates are computed to provide coverage.
3. Experienced and projected trends.
4. Concentration of experience within early policy duration.
5. Expected claim fluctuation.
6. Experience refunds, adjustments or dividends.
7. Renewability features.
8. All appropriate expense factors.
9. Interest.
10. Experimental nature of the coverage.
11. Policy reserves.
12. Mix of business by risk classification.
13. Product features such as long elimination periods, high deductibles and high maximum limits.

191—39.14(514G) Filing requirementPrior to an insurer or similar organization’s offering group
long-term care insurance to a resident of this state pursuant to lowa Code section 514G i4(5)

shall file with the commissioner evidence that the group policy or certificate thereunder has been ap-
proved by a state having statutory or regulatory long-term care insurance requirements substantially
similar to those adopted in this state.

191—39.15(514D,514G) Standards for marketing.

39.15(1) Every insurer, health care service plan or other entity marketing long-term care insurance
coverage in this state, directly or through its producers, shall:

a. Establishmarketing procedures to ensure that any comparison of policies by its agents or other
producers will be fair and accurate.

b. Establish marketing procedures to ensure that excessive insurance is not sold or issued.

c. Display promnently by type, stamp or other appropriate means, on the first page of the outline
of coverage and policy, the following:
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“Notice tobuyer: This policy may not cover all of the costs associated with long-term care incurred
by the buyer during the period of coverage. The buyer is advised to review carefully all policy limita-
tions.”

d. Inquire and otherwise make every reasonable effort to identify whether a prospective appli-
cant orenrollee for long-term care insurance already has accident and sickness or long-term care insur
ance and the types and amounts of any such insurance.

e. Every insurer or entity marketing long-term care insurance shall establish auditable proce-
dures for verifying compliance with this subrule.

f.  If the state in which the policy or certificate is to be delivered or issued for delivery has a senior
insurance counseling program approved by the commissioner, the insurer shall, at solicitation, provide
written notice to the prospective policyholder and certificate holder that such a program is available
and the name, address and telephone number of the program.

g. Forlong-term care health insurance policies and certificates, use the terms “noncancelable” or
“level premium” only when the policy or certificate conforms to paragraph 3%6(1)

39.15(2) In addition to the practices prohibited in lowa Code chapter 507B, the following acts and
practices are prohibited:

a. Twisting. Knowingly making any misleading representation or incomplete or fraudulent com-
parison ofany insurance policies or insurers for the purpose of inducing, or tending to induce, any per-
son to lapse, forfeit, surrender, terminate, retain, pledge, assign, borrow on, or convert any insuranc
policy or to take out a policy of insurance with another insurer.

b. High-pressuregactics. Employing any method of marketing having the effect of or tending to
induce the purchase of insurance through force, fright, threat, whether explicit or implied, or undue
pressure to purchase or recommend the purchase of insurance.

c. Cold-lead advertisingMaking use directly or indirectly of any method of marketing which
fails to disclose in a conspicuous manner that a purpose of the method of marketing is solicitation of
insurance and that contact will be made by an insurance agent or insurance company.

This rule is intended to implement lowa Code section 514D.9 and chapter 514G.

191—39.16(514D,514GAppr opriateness of recommended purchasdn recommending the pur-
chase oreplacement of any long-term care insurance policy or certificate, an agent shall make reason-
able efforts to determine the appropriateness of a recommended purchase or replacement.

191—39.17(514G) Prohibition against preexisting conditions and probationary periods in re-
placementpolicies or certificates. If a long-term care insurance policy or certificate replaces another
long-term care policy or certificate, the replacing insurer shall waive any time periods applicable to
preexistingconditions and probationary periods in the new long-term care policy for similar benefits to
the extent that similar exclusions have been satisfied under the original policy.

191—39.18(514G) Standard format outline of coveragerhis rule, which is not applicable to life
policies with long-term care riders attached, implements, interprets and makes specific the provisions
of lowa Code section 514G.7(1) in prescribing a standard format and the content of an outline of cover-
age.

39.18(1) An outline of coverage shall be delivered to a prospective applicant for long-term care
insurance at the time of initial solicitation through means which prominently direattéimtion of the
recipient to the document and its purpose.

39.18(2) In the case of agent solicitations, an agent must deliver the outline of coverage prior to the
presentation of an application or enroliment form.

39.18(3) In the case of direct response solicitations, the outline of coverage must be presented in
conjunction with any application or enrollment form.

39.18(4) The commissioner shall prescribe the standard format, including style, arrangement, and
overall appearance and content of an outline of coverage.

39.18(5) The outline of coverage shall be a freestanding document, using no smaller than 10-point

type.



Ch 39, p.12 Insurance[191]

39.18(6) The outline of coverage shall contain no material of an advertising nature.

39.18(7) Text which is capitalized or underscored in the standard format outline of coverage may
be emphasized by other means which provide prominence equivalent to such capitalization or under-
scoring.

39.18(8) Use of the text and sequence of text of the standard format outline of coverage is mandato-
ry, unless otherwise specifically indicated.

39.18(9) Format for outline of coverage:

[COMPANY NAME]
[ADDRESS—CITY & STATE]
[TELEPHONE NUMBER]
LONG-TERM CARE INSURANCE
OUTLINE OF COVERAGE
[Policy Number or Group Master Policy and Certificate Number]

[Except for policies or certificates which are guaranteed issue, the following caution statement, or
language substantially similar, must appear as follows in the outline of coverage.]

Caution: The issuance of this long-term care insurance [policy] [certificdi@$ésl upon your re-
sponses to the questions on your application. A copy of your [application] [enrollment form] [is en-
closed][was retained by you when you applied]. If your answers are incorrect or untrue, the company
has the right to deny benefits or rescind your policy. The best time to clear up any questions is now,
before aclaim arises! If, for any reason, any of your answers are incorrect, contact the company at this
address: [insert address].

1. This policy is [an individual policy of insurance] ([a group policy] which was issued in the
[indicate jurisdiction in which group policy was issued)]).

2. PURPOSE OF OUTLINE OF COVERAGE. This outline of coverage provides a very brief
description of the important features of the policy. You should compare this outline of coverage to
outlines of coverage for other policies available to you. This is not an insurance contract, but only a
summary of coverage. Only the individual or group policy contains governing contractual provisions.
This means that the policy or group policy sets forth in detail the rights and obligations of both you and
the insurance company. Therefore, if you purchase this coverage, or any other coverage, it is important
that you READ YOUR POLICY (OR CERTIFICATE) CAREFULLY!

3. TERMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE RETURNED AND
PREMIUM REFUNDED.

(a) [Provide a brief description of the right to return—"“free look” provision of the policy.]

(b) [Include a statement that the policy either does or does not contain provisions providing for a
refund or partial refund of premium upon the death of an insured or surrender of the policy or certifi-
cate. If the policy contains such provisions, include a description of them.]

4. THIS IS NOT MEDICARE SUPPLEMENT COVERAGE. If you are eligible for Medicare,
review the Medicare Supplement Buyer's Guide available from the insurance company.

(@) [Foragents] Neither [insert company name] nor its agents represent Medicare, the federal gov-
ernment or any state government.

(b) [For direct response] [insert company name] is not representing Medicare, the federal govern-
ment or any state government.

5. LONG-TERM CARE COVERAGE. Policies of this category are designed to provide cover-
age for one or more necessary or medically necessary diagnostic, preventive, therapeutic, rehabilita-
tive, maintenance, or personal care services, provided in a setting other than an acute care unit of a
hospital, such as in a nursing home, in the community or in the home.

This policy provides coverage in the form of a fixed dollar indemnity benefit for covered long-term
care expenses, subject to policy [limitations] [waiting periods] and [coinsurance] requirements.
[Modify this paragraph if the policy is not an indemnity policy.]

6. BENEFITS PROVIDED BY THIS POLICY.

(&) [Covered services, related deductible(s), waiting periods, elimination periods and benefit
maximums.]
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(b) [Institutional benefits.]

(c) [Noninstitutional benefits.]

[Any benefit screens must be explained in paragraph “6.” If these screens differ for different bene-
fits, explanation of the screen should accompany each benefit description. If an attending physician ol
other specified person must certify a certain level of functional dependency in order to be eligible for
benefits this too must be specified. If activities of daily living (ADLs) are used to measure an insured’s
need for long-term care, then these qualifying criteria or screens must be explained.]

7. LIMITATIONS AND EXCLUSIONS.

[Describe:

(a) Preexisting conditions;

(b) Noneligible facilities/provider;

(c) Noneligible levels of care (e.g., unlicensed providers, care or treatment provided by a family
member, etc.);

(d) Exclusions/exceptions;

(e) Limitations.]

[Paragraph “7” should provide a brief specific descriptioargf policy provisions which limit, ex-
clude, restrict, reduce, delay, or in any other manner operate to qualify payment of the benefits de-
scribed in “6” above.]

THIS POLICY MAY NOT COVER ALL THE EXPENSES ASSOCIATED WITH YOUR LONG-
TERM CARE NEEDS.

8. RELATIONSHIP OF COST OF CARE AND BENEFITS. Because the costs of long-term
care services will likely increase over time, you should consider whether and how the benefits of this
plan may be adjusted. [As applicable, indicate the following:

(&) That the benefit level will not increase over time;

(b) Any automatic benefit adjustment provisions;

(c) Whethetthe insured will be guaranteed the option to buy additional benefits and the basis upon
which benefits will be increased over time if not by a specified amount or percentage;

(d) If there is such a guarantee, include whether additional underwriting or health screening will
be required, the frequency and amounts of the upgrade options, and any significant restrictions or limi-
tations;

(e) And finally, describe whether there will be any additional premium charge imposed, and how
that is to be calculated.]

9. TERMS UNDER WHICH THE POLICY (OR CERTIFICATE) MAY BE CONTINUED IN
FORCE OR DISCONTINUED.

[(&) Describe the policy renewability provisions;

(b) For group coverage, specifically describe continuation/conversion provisions applicable to
the certificate and group policy;

(c) Describe waiver of premium provisions or state that there are not such provisions;

(d) State whether or not the company has a right to change premium, and if such a right exists,
describe clearly and concisely each circumstance under which premium may change.]

10. ALZHEIMER'’S DISEASE AND OTHER ORGANIC BRAIN DISORDERS.

[State that the policy provides coverage for insureds clinically diagnosed as having Alzheimer’s
disease or related degenerative and dementing illnesses. Specifically describe each benefit screen
other policy provision which provides preconditions to the availability of policy benefits for such an
insured.]

11. PREMIUM.

[(@) State the total annual premium for the policy;

(b) If the premium varies with an applicant’s choice among benefit options, indicate the portion of
annual premium which corresponds to each benefit option.]

12. ADDITIONAL FEATURES.

[(@) Indicate if medical underwriting is used;

(b) Describe other important features.]
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191—39.19(514G)Requirement to deliver shopper'sguide. A long-term care insurance shopper’s
guide in the format developed by the National Association of Insurance Commissioners, the Blue
Crossand Blue Shield Association or the Health Insurance Association of America shall be provided to
all prospective applicants of a long-term care insurance policy or certificate or life insurance policy or
certificate that includes a long-term care rider.

1. Inthe case of agent solicitations, an agent must deliver the shopper’s guide to the applicant at
the time of application.

2. Inthe case of direct response solicitations, the shopper’s guide must be presented to the appli-
cant at the time the policy is delivered.

191—39.20(514G) Policy summary and delivery of life insurance policies with long-term care
riders. At the time of policy delivery, a policy summary shall be delivered for an individual life insur-
ance policy which provides long-term care benefits within the policy or by rider. In the case of direct
response solicitations, the insurer shall deliver the policy summary upon the applicant’s request, but
regardless afequest shall make such delivery no later than at the time of policy delivery. In addition to
complying with all applicable requirements, the summary shall also include:

1. An explanation of how the long-term care benefit interacts with other components of the
policy, including deductions from death benefits;

2. An illustration of the amount of benefits, the length of benefit, and the guaranteed lifetime
benefits, if any, for each covered person;

3. Any exclusions, reductions, and limitations on benefits of long-term care; and

4. If applicable to the policy type, the summary shall also include a disclosure of the effects of
exercising other rights under the policy, a disclosure of guarantees related to long-term care costs of
insurance charges, and current and projected maximum lifetime benefits.

191—39.21(514G) Bporting requirement for long-term care benefits funded through life insur-
ance by acceleration of the death benefitAny time a long-term care benefit, funded through life
insurance which by the acceleration of the death benefit is in benefit payment status, a monthly report
shall be provided to the policyholder. The report shall include:

1. Any long-term care benefits paid out during the month;

2. An explanation of any changes in the policy, e.g., death benefits or cash values, due to long-
term care benefits being paid out; and

3. The amount of long-term care benefits existing or remaining.

191—39.22(514G) Unintentional lapse.

39.22(1) Notice before lapse or termination. No individual long-term care policy or certificate
shall be issued until the insurer has received from the applicant either: a written designation of at least
one person, in addition to the applicant, who is to receive notice of lapse or termination of the policy or
certificate for nonpayment of premium; or a written waiver dated and signed by the applicant electing
not to designate additional persons to receive notice. The applicant has the right to designate at least
one person who is to receive the notice of termination, in addition to the insured. Designation shall not
constitute acceptance of any liability on the third party for services provided to the insured. The form
used for the written designation must provide space clearly designated for listing at least one person.
The designation shall include each person’s full name and home address. In the case of an applicant
who elects not to designate an additional person, the waiver shall state: “Protection against unintended
lapse. | understand that | have the right to designate at least one person other than myself to receive
notice of lapse or termination of this long-term care insurance policy for nonpayment of premium. |
understandhat notice will not be given until 30 days after a premium is due and unpaid. | elect NOT to
designate any person to receive such notice.”

The insurer shall notify the insured of the right to change this written designation no less often than
once every two years.

39.22(2) When the policyholder or certificate holder pays premium for a long-term care insurance
policy orcertificate through a payroll or pension deduction plan, the requirements contained in subrule
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39.22(1)need not be met until 60 days after the policyholder or certificate holder is no longer on such a
paymentplan. The application or enroliment form for such policies or certificates shall clearly indicate
the payment plan selected by the applicant.

39.22(3) Lapse or termination for nonpayment of premium. No individual long-term care policy or
certificate shall lapse or be terminated for nonpayment of premium unless the insurer, at least 30 day
beforethe efective date of the lapse or termination, has given notice to the insured and to those person:
designated pursuant to subrule 39.22(1) at the address provided by the insured for purposes of recei
ing notice of lapse or termination. Notice shall be given by first-class United States mail, postage pre-
paid; and notice may not be given until 30 days after a premium is due and unpaid. Notice shall be
deemed to have been given as of five days after the date of mailing.

39.22(4) Reinstatement. In addition to the requirement in subrule 39.22(1), a long-term care insur-
ance policy or certificate shall include a provision which provides for reinstatememtesfige in the
event oflapse if the insurer is provided proof of cognitive impairment or the loss of functional capacity.
This option shall be available to the insured if requested within five months after termination and shall
allow for the collection of past due premium, where appropriate. The standard of proof of cognitive
impairment ofloss of functional capacity shall not be more stringent than the benefit eligibility criteria
on cognitive impairment or the loss of functional capacity, if any, contained in the policy and certifi-
cate.

These rules are intended to implement lowa Code section 514D.9 and chapter 514G.

[Filed 4/28/88, Notice 1/13/88—published 5/18/88, effective 7/1/88]
[Filed 1/19/90, Notice 11/29/89—published 2/7/90, effective 3/14/90]
[Filed 10/25/91, Notice 9/18/91—published 11/13/91, effective 1/1/92]
[Filed 12/3/93, Notice 8/18/93—published 12/22/93, effective 1/26/94]



